
12026302



In thousands except per share data

23300 24334

9235 10281

14065 14053

.97 93

he Annual Meeting of Shareholders

of The Davey Tree Expert Company will

be held on Tuesday May iS 2012

at 500 at the Companys

corporate headquarters in Kent Ohio

All periodic reports filed with the Securities

and Exchange Commission SEC can

be viewed through our Internet website

by hyperl nk to the SECs website

httpIlwwwsec gov Also copies of our

Annual Report on Form 10 are available

without charge upon written request

To learn more about Davey Tree

Expert Company online nrluding Davey

services visit us at http//www daveycom
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he Company faced number of significant challenges

in 2011 along with an unexpected shift in our typical

business cycle With disappointing results through seven

months we are now pleased to report that the Company

finished with an excellent year in many respectsrecords

were set in several categories We achieved new records

in revenues shareholders equity and the value of our

stock Revenue increases were realized across most

service lines as result of creative sales and marketing

processes along with some improvement in demand for

our services Despite the challenges of adverse weather

in the first and second quarters and higher fuel costs

our financial performance including operating earnings

cash flow and debt management improved throughout

the course of the year We finished another year very

strong financially and are wellpositioned to take

advantage of future market opportunities

Revenues were $646034000 up 92% from the prior

years $591732000 Net income of $14065000 for

2011 was up 1% from the prior years $14053000

Included in the determination of net income was pretax

charge of $2900000 related to proposed settlement

of classaction lawsuit filed against the Company in

California concerning ofOduty meal periods and the

required content of paycheck stubs While this



proposed settlement represents major financial

burden management resolved the lawsuit in the most

favorable manner given the circumstances and litigious

environment we faced Due to consistent earnings and

decrease in the number of shares outstanding at the

end of the year our earnings per share increased to $97

for 2011 from $93 in 2010 The Company continued

to produce strong cash flow from operating activities for

2011 of $54422000 up by $5147000 or 104%

from 2010 In 2011 net cash generated from operating

activities was sufficient to fund working capital purchase

equipment and provide for acquisitions The Company

reduced its total debt by $12776000 during 2011

Also shareholders equity increased to record level of

$100726000

While our revenue and operating performance were up

in 2011 the equity markets and our stock valuation

peer group were uneven However our strong financial

performance was the primary driver for the improvement

in our yearend stock valuation Our independent

stock valuation firm Management Planning Inc

determined that our stock price was $1970 per share

effective December 31 2011 which is an increase

of $170 per share from the midyear valuation This

is 9.4% increase in value from the midyear 2011

price of $18.00 and 7% increase over the yearend

December 31 2010 price of $18.40 Dividends paid

to shareholders remained at $.17 per share and were

$2362000 in total Approximately 16.8% of our net

income was paid to shareholders in 2011



All things considered 2011 was successful year and

our strong financial condition will allow us to continue

to advance our strategic plans

Operations

Utility Services revenue increased $23587000 or

7.9% from the prior year as the result of several factors

including new contracts growth on existing contracts

and storm damage work related to Hurricane Irene

Income from operations declined from the prior year as

the economic recession and erratic competition continue

to adversely impact our earnings levels in this segment

Unstable business conditions in California continue to

present difficulties for our Utility operations but we

have taken the appropriate corrective measures and

are moving forward

Residential and Commercial Services revenue increased

$12855000 or approximately 5.1% and income from

operations increased by $3817000 or 21.5% from

the prior year Continued focus on sales development

including the use of mobile technology along with and

improvements in consumer demand drove this strong

performance We continue to address our cost structure

and aim to improve operational and administrative

efficiencies which will positively impact our earnings

The Care of Trees is now fully integrated into our

operating structure and management systems and this

has resulted in significant earnings improvement Our

purchase of Hartney Greymont in June of 2010 added

an excellent team that has made an immediate

contribution to our consolidated performance in 2011

The Canadian Company increased their revenues by

$8387000 or 14% during 2011 and generated similar

levels of income from operations compared with the prior

year Both Utility Services and Residential/Commercial

Services had double-digit revenue growth during 2011

The management team in Canada continues to market

and expand the Davey brand nationwide

The Davey Resource Group total revenues increased 45%

over the prior year due to strong sales efforts along with

advanced service delivery capabilities Davey Resource

Groups income from operations was very strong and

was more than double compared with the prior year

Shareholders

In May we held our annual shareholders meeting

Of the total shares outstanding and eligible to vote

approximately 74.8% were represented at the meeting

either in person or by proxy The shareholders elected the

following directors whose terms in office expire in 2014

Sandra Harbrecht Dawson Cunningham and

Douglas Cowan Directors serving existing terms

are William Ginn Douglas Hall John Warfel

and Karl Warnke

During 2011 approximately 1272 employees

participated in the Employee Stock Purchase Plan

and they purchased 150253 shares through payroll

withholdings of $2322911

In 1997 we created The Davey 4O1KSOP and ESOP

Plan which is now our primary employee ownership/

retirement benefit program The 4O1KSOP includes

the existing ESOP accounts and added an employee-

contributory company-match feature The accounts

are portable that is when employees leave the Company

for whatever reason they take their accounts with them

Our 4O1KSOP is predicated on simple philosophy

that retirement planning is lifelong activity that is the

responsibility of every individual and one that must

begin at an early age

At the end of 2011 there were 4584 employee

participants in the 4O1KSOP of which 3544 were

actively contributing to their accounts During 2011

participants contributed $5233610 through payroll

withholdings The Company match in 2011 was

$2472712 in shares of Davey stock At December 31

2011 the 4O1KSOP participants owned 4391135

shares of Davey stock or 31.7% of the Companys total

outstanding shares The value of these shares at the

current market price is approximately $86500000

There are very few companies and none in our industry

that have rewarded the majority of their employees with

stock ownership of this magnitude



People

number of key promotions were announced as part

of our continuous succession and management

development process

Ken Clear was promoted to Vice President of Eastern

Operations in the Residential/Commercial service line

Prior to his promotion Ken was Vice President with

The Care of Trees Inc

Scott Deevers was promoted to Vice President of

Northern Operations in Utility Services Prior to his

promotion Scott was Vice President of Eastern

Operations

James Doyle was promoted to Vice President and General

Manager of the Davey Tree Expert Co of Canada Limited

Prior to his promotion James served as Vice President of

Davey Tree Expert Co of Canada Limited

Richard Foote was appointed Vice President of Business

Development and Client Services Prior to his

appointment Richard served as Vice President of

Mergers and Acquisitions

Jim Houston was promoted to Vice President of Midwest

Operations in the Residential/Commercial service line

Prior to his promotion Jim served as Operations Manager

of the Northeast Region

Joseph Paul was promoted to Vice President of The

Davey Tree Expert Company Joe has served as the

Companys Treasurer since 2005

Retirement

Blaire Sayers retired as Vice President and General

Manager of the Davey Tree Expert Co of Canada Limited

after 43 years of dedicated service We wish Blaire the

very best as he enters into retirement

The strength of the Davey brand continues to center

around the employee shareholders who have created

our rich heritage and who are dedicated to the financial

health and perpetuity of The Davey Tree Expert Company

and our subsidiaries We remain committed to building

upon all of their experiences and to providing personal

growth opportunities as we service our ever-expanding

markets

2012

As we look ahead to 2012 our efforts will be concentrated

on profitably growing all of our service lines and

strengthening our management succession programs

Despite the improving economic trends certain global

issues could have an impact on our future prospects The

rapidly escalating oil and gasoline prices rising tensions

in the Middle East and unknown collateral damage

stemming from the weak outlook in Europe cause us to

remain cautiously optimistic about 2012 and beyond

Our priorities remain focused on profitably growing our

customer base within each of our primary business

segments and expanding our brand recognition throughout

North America With our demonstrated ability to meet

and face issues head-on and our collective resolve to

perpetuate employee ownership we are well prepared to

take on the trials ahead including these global challenges

We remain confident and optimistic about the future

As valued shareholder your support is most important

to us and on behalf of the entire Company thank you

Please join us at the Shareholders Meeting on May 15

at the Davey Institute look forward to seeing you

Karl Warnke

Chairman President and Chief Executive Officer



he Davey brand represents the proven heritage and

legacy of our past the innovation expertise and cutting

edge research and technology that drive our future

and our commitment to strong present through our

customer centric approach Davey organically grows its

customer base by understanding and cultivating customer

relationships The brand captures our commitment to

an active and passionate employee team through ir

distinct culture of employee ownership and our role

as an industry leader and environmental steward

Our business is about people It starts with listening

and understanding the customers request delivering

solution that meets their needs and addressing any

concerns they have along the way In the end our greatest

asset is our employees and our greatest resource is our

team Davey employees throughout the United States and

Canada work collaboratively as team to otter residential

commercial and
utility

customers the best of Davey

knowledge expertise and services
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Whether investor owned municipally owned or local

cooperative our utility customers expect us to deliver on

our promises We provide our customers with divrse

fleet of equipment employee expertise and expansive

technical resources all of which assists them in delivering

consistent service to the ratepayer

From traditional line clearance and vegetation

management services severe weather resource

mobilization to asset management and custom

software solutions we deliver resources across North

Anierica when and where ou customers need them most

Our company and employees are committed to working

safely and productively even during seveie weather and

other critical riced situations Its that safety as value

approach and documented safety record that reduces

liability concerns and provides assurance that Davey

is partner to depend on
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